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^7  REPORT  = 

ON 

Co-Operative  Trading 


The  Committee  appointed  by  United 
Grain  Growers,  Ltd.  to  investigate  the 
operations  of  the  farmers'  organizations 
in  the*  United  States  proceeded  South  on 
April  17th. 

The  Committee  was  composed  of  H.  W. 
Wood,  President  of  the  United  Farmers 
of  Alberta,  Peter  Wright,  Member  of  the 
Executive  of  the  Manitoba  Grain  Grow- 
ers' Association,  and  C.  Rice-Jones,  and 
was  appointed  by  the  Directors  of  United 
Grain  Growers,  Limited,  last  Fall  to  in- 
vestigate the  methods  of  co-operative 
trading  in  the  United  States,  Mr.  Hend- 
ers,  the  President  of  the  Manitoba  Grain 
Growers'  Association  being  the  Manitoba 
representative  selected.  Owing  to  the 
various  duties  and  calls  on  the  services 
of  the  different  members  of  the  Com- 
mittee, they  did  not  get  away  until 
April  17th,  and  thus  arrangements 
had  to  be  made  for  Mr.  Wright  to  sub- 
stitute for  Mr.  Henders. 

Summing  up  our  impressions  regard- 
ing the  farmers'  organizations  in  the 
United  States,  which  impressions  we 
largely  gathered  from  information  given 
us  by  their  Officers  and  members,  what 
impressed  us  more  than  anything  else 
was  the  general  feeling  amongst  those 
who  had  been  in  touch  with  our  organi- 


zations  in  Canada,  that  we  had  been  a 
great  deal  more  successful  than  they  had 
in  the  United  States.  We  were  naturally 
interested  to  get  them  to  specify  just  in 
what  way,  and  the  various  opinions  ex- 
pressed practically  resolve  themselves 
down  to  the  fact  that  they  claim  our 
Associations  have  been  far  more  suc- 
cessful in  securing  amendments  and  leg- 
islation favorable  to  the  farmers  than 
they  have  been  in  the  United  States,  and 
secondly,  that  the  commercial  activities 
of  the  farmers  in  Canada  have  been  far 
more  successful  than  their  operations 
in  the  United  States.  Their  efforts  to 
secure  legislation  favorable  to  the  farm- 
ers seem  to  have  met  with  little  or  no 
success;  even  in  North  Dakota  where  the 
Non-Partisan  League  secured  control  of 
the  Legislature  at  the  last  election,  they 
have  been  blocked  by  the  Hold-Over 
Senators,  half  the  Senators  being 
elected  at  each  election.  This  left  them 
with  enough  of  the  old  gang  still  in  the 
House  to  vote  down  the  legislation  al- 
most as  fast  as  the  House  could  pass  it. 
We  could  not  find  any  State  where  the 
farmers  have  been  able  to  secure  any 
Government  assistance  in  the  construc- 
tion of  elevators,  such  as  they  have  in 
Alberta  and  Saskatchewan,  and  it  is  very 
evident  that  this  has  proved  quite  a 
handicap  to  the  farmers  as  it  resulted 
in  their  organizing  on  the  Local  Unit 
plan  to  build  elevators,  and  being  short 
of  funds  from  the  start,  they  have  largely 
been  in  the  hands  of  the  commission  men 
on  the  Minneapolis  Chamber  of  Com- 
merce. They  realize  their  position  and 
are  fighting  desperately  to  get  in  a  posi- 
tion where  they  can  handle  their  own 
grain,  realizing  that  at  the  present  time 
the  commission  men  are  getting  the 
cream  of  the  business. 


FARMERS'  GRAIN  EXCHANGE 

The  Minneapolis  Chamber  of  Com- 
merce refused  to  admit  any  farmers' 
companies,  either  local  or  even  where 
two  or  three  elevators  had  combined,  as 
members,  and  the  farmers  were  practi- 
cally forced  to  organize  their  own  Grain 
Exchange.  They  have  this  now  in  St. 
Paul,  and  while  they  have  had  a  very 
uphill  fight,  are  gradually  getting  a  foot- 
hold. 

METHOD   OF   ORGANIZATION 

In  discussing  the  matter  with  men  in 
the  different  States  which  we  visited, 
after  we  had  thoroughly  explained  our 
method  of  organization  between  the  As- 
sociations and  the  Company  here  in 
Canada,  the  view  was  expressed  by  many 
}f  them  that  another  of  the  reasons  why 
>ur  Associations  had  been  much  more 
successful  in  securing  legislation  was 
that  we  had  kept  our  educational  and 
economic  work,  including  the  handling  of 
legislation,  separate  from  the  business 
end  of  our  organizations,  while  with 
them  in  attempting  to  run  them  together, 
the  legislative,  educational  and  economic 
vvork  has  largely  been  neglected  for  the 
commercial  end.  In  practically  every 
State  we  found  that  attempts  were  al- 
ready being  made  to  separate  the  organ- 
izations as  we  have  them  separated  in 
Canada,  so  that  the  commercial  activities 
will  be  distinct  from  the  other  work 
and  that  full  attention  may  be  given  to 
both. 

SUCCESS  OF  ORGANIZATIONS 

After  discussing  the  matter  very  fully, 
we  believe  that  the  following  are  the 
reasons  why  our  commercial  organiza- 
tions in  Canada  have  been  more  success- 
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ful  than  the  commercial  activities  of  the 
farmers  in  the  United  States:  — 

1.  That  when  the  farmers  first  organ- 
ized to  do  business,  by  organizing  The 
Grain  Growers'  Grain  Co.  in  1903,  they 
decided  to  start  in  the  grain  commission 
business.  When  they  attempted  to  pay 
a  patronage  dividend,  they  were  expelled 
from  the  Grain  Exchange.  An  election 
coming  on  enabled  The  Grain  Growers' 
Grain  Co.  to  bring  enough  pressure  to 
bear  to  get  back  on  the  Grain  Exchange 
on  the  understanding,  however,  that  they 
would  conform  to  the  regulations.  This 
resulted  in  their  doing  a  commission 
business  at  the  regular  lc  per  bushel 
rate,  except  during  one  season,  when  the 
Grain  Exchange  thought  to  put  them  out 
of  business  by  doing  the  business  on  y2c 
commission.  They  found,  however,  that 
;his  did  not  work.  The  result  has  been 
chat  The  Grain  Growers'  Grain  Co.,  the 
parent  company,  was  able  by  reason  of 
their  profits  in  the  commission  business 
to  create  reserves  from  the  start,  which 
later  enabled  them  to  finance  our  old 
Alberta  Company. 

2.  The  fact  that  the  Governments  of 
Alberta  and  Saskatchewan  financed  the 
building  of  elevators  by  the  farmers. 

The  different  Officers  of  the  organiza- 
tions whom  we  met  expressed  the  opin- 
ion very  strongly  that  our  method  of  con- 
centration and  centralization  of  organi- 
zation are  as  much  as  anything  respon- 
sible for  the  success  we  have  had.  We 
of  course  pointed  out  to  them  that  this 
centralization  and  concentration  would 
not  have  been  possible  anywhere  near 
the  extent  which  it  has,  had  it  not  been 
for  the  profits  made  by  the  Companies 
and    the    assistance    from    the    Govern- 


ments.  Very  few,  if  any,  of  the  Com- 
panies in  the  States  have  any  reserve 
:und  and  consequently  have  found  it  very 
difficult  to  finance;  in  fact,  they  have 
not  been  able  to  develop  their  business 
as  they  otherwise  would,  owing  to  lack 
of  finances.  In  the  majority  of  instances 
where  they  have  profits,  they  have  all 
been  distributed  in  cash  in  patronage 
dividends,  in  many  instances  allowance 
not  even  being  made  for  depreciation. 
Many  of  them  are  now  begfcining  to  feel 
that  they  made  a  mistake  in  paying  out 
their  patronage  dividends  in  cash  right 
from  the  start.  In  this  we  agree  with 
them. 

PATRONAGE  DIVIDEND 

At  every  point  we  visited  we  discussed 
the  co-operative  patronage  dividend,  as 
it  was  one  of  the  main  things  regarding 
which  we  were  particularly  anxious  to  se- 
cure information. 

We  found  that  many  of  the  Locals  and 
Centrals  organized  on  the  patronage  divi- 
dend principle  have  never  followed  it 
out,  and  many  of  the  Locals  which  did 
pay  a  patronage  dividend  have  discontin- 
ued it.  Some  of  the  Locals  have  passed 
into  the  hands  of  a  comparatively  few 
shareholders  who  run  them  for  profit 
only,  charging  the  highest  possible  price 
for  goods  and  dividing  the  profits  among 
the  shareholders  on  a  stock  dividend 
basis.  In  other  cases  patronage  divi- 
dends have  been  paid  to  a  greater  or 
lesser  extent  for  several  years.  A  large 
number  of  these  Locals  have  started  up 
during  the  last  four  or  five  years  and 
during  the  rising  of  the  market  very  few 
hedged  their  grain  and  large  profits  were 
made,  with  the  result  that  large  patron- 
are  dividends  were  paid  and  great  en- 
thusiasm and  loyalty  resulted.    Unfortun- 


ately,  however,  during  the  wild  periods  of 
the  wheat  market,  before  the  price  was 
set,  which  no  doubt,  our  readers  will  re- 
member, a  number  of  the  Locals  went 
under  owing  to  not  having  their  grain 
hedged.  In  some  instances  we  found  that 
the  short  crop  which  they  had  a  year  or 
two  ago  put  several  of  them  out  of  busi- 
ness, they  being  caught  with  large  pur- 
chases of  twine  or  other  commodities 
which  they  were  financially  unable  to 
carry  over,  their  creditors  closing  down. 
Another  point  is  that  we  found  that 
the  payment  of  a  co-operative  dividend 
had  a  tendency  to  encourage  the  locally 
owned  elevators  to  buy  on  a  very  wide 
margin,  as  very  few  of  them  pay  any 
co-operative  dividend  to  non-sharehold- 
ers, with  the  result  that  the  profits  from 
the  non-shareholders,  business  are  divid- 
ed up  amongst  the  shareholders  on  a  pro 
rata  basis  with  the  profits  from  their  own 
grain.  These  wide  margins  frequently 
result  in  the  opposition  exceeding  their 
price  and  getting  a  good  deal  of  business 
away  from  the  farmers'  elevators  and 
Co-Operative  Trading  Associations. 

On  comparing  margins,  we  found  that 
the  majority  of  the  points  were  accus- 
tomed to  buying  grain  on  a  considerably 
wider  margin  than  our  Company  has 
been  doing. 

At  some  of  the  points  where  they  have 
locally  owned  elevators,  the  co-opera- 
tive business  is  also  handled  through  the 
elevator  and  their  method  of  figuring  co- 
operative dividend  is  on  the  basis  of 
dollars  and  cents  turn-over,  no  matter 
whether  it  is  grain  or  co-operative  sup- 
plies; that  is  to  say,  they  will  keep  a 
ledger  showing  on  one  side  the  value  in 
dollars  and  cents  of  all  grain  purchased 
from  the  farmer  and  on  the  other  side 


the  value  in  dollars  and  cents  of  all  sup- 
plies sold  to  the  farmer.  They  will  then 
pay  their  co-operative  dividend  on  a 
percentage  of  dollar  turn-over  basis,  only 
a  very  few  of  them  figuring  a  different 
percentage  on  the  grain  and  co-operative 
supplies. 

Another  reason  why  the  patronage 
dividend  has  not  proved  satisfactory  to 
them  is  that  they  have,  generally  speak- 
ing, divided  up  all  the  profits  on  a  patron- 
age basis  and  paid  them  out  in  cash  with- 
out providing  for  any  depreciation  or  re- 
serve fund,  with  the  result  that  they 
have  not  got  on  a  sound  financial  basis 
and  continually  have  difficulty  in  secur- 
ing finances,  and  when  they  have  bad 
years,  as  any  organization  is  bound  to 
have,  a  certain  percentage  of  them  go 
under,  whereas  if  they  had  made  provi- 
sion for  the  placing  of  a  reasonable 
amount  of  their  profits  in  a  Reserve  Fund, 
and  while  dividing  up  the  balance  on  a 
patronage  basis  credited  same  to  their 
shareholders  instead  od!  paying  it  out  in 
cash,  thereby  providing  themselves  with 
working  capital,  they  would  have  been 
in  a  position  to  tide  over  the  losses  which 
some  of  them  have  encountered  during 
bad  years. 

W&ile  these  things  have  made  a  great 
many  of  their  farmers  dissatisfied  with 
the  patronage  dividend  ana  some  of  them 
have  arrived  at  the  conclusion  that  it  is 
not  a  satisfactory  way  of  doing  business, 
we  cannot  agree  with  them  on  this,  as  we 
feel  that  the  dissatisfaction  amongst  the 
farmers  caused  by  it  is  in  most  instances 
the  result  of  the  false  method  of  doing 
business  which  many  of  them  have  prac- 
tised; that  is,  speculating  in  grain.  They 
did  not  need  to  have  elevators  or  be  in 
the  grain  business  to  make  money  specu- 


lating  and  we  are  afraid  it  has  had  a 
tendency  to  cause  the  farmers  to  lose 
sight  of  the  real  principle  of  co-operation 
and  to  think  more  of  the  profits  than  any- 
thing else,  many  points  reporting  that 
the  fact  that  for  various  reasons  they 
were  only  able  to  pay  a  very  small  co- 
operative dividend  in  years  following  a 
large  co-operative  dividend,  caused  a  lot 
of  dissatisfaction  and  resulted  in  a  lot  of 
their  business  going  to  the  opposition 
elevators  for  1c  or  fraction  of  a  cent  per 
bushel  more  in  price. 

We  found  that  none  of  the  organiza- 
tions are  yet  handling  machinery  on  a 
satisfactory  basis,  as  they  are  not  in  a 
position  to  buy  their  machinery  outright, 
as  is  our  Company,  and  can  only  handle 
it  on  a  commission  basis  and  many  of 
them  have  not  even  been  able  to  get 
agencies  but  have  to  buy  from  the  State 
distributors,  with  the  result  that  in  com- 
paring their  prices  with  those  at  which 
United  Grain  Growers  sell  machinery,  we 
find  that  in  spite  of  our  having  to  pay  a 
duty  of  from  30  to  37^%,  our  farmers 
are  getting  machinery  at  almost  the 
same  price  as  the  farmers  in  the  United 
States  are  through  their  organizations. 
We  were  approached  by  one  or  two  of 
the  organizations  as  to  whether  it  would 
not  be  possible  for  them  to  make  ar- 
rangements to  buy  their  machinery  with 
United  Grain  Growers. 

A  noticeable  feature  of  their  businesr 
is  that  comparatively  few  of  the  Locals 
or  organizations  handle  the  commodities 
which  are  principally  handled  by  the 
farmers  in  Canada;  that  is  to  say,  coal, 
wire,  twine  and  machinery,  the  reason 
being  given  that  it  took  too  much  capital 
to  handle  the  last  three  commodities  and 
that  they  were  unable  to  buy  coal  on 
account  cf  the  combine. 

8 


The  general  expression  of  appreciation 
and  approval  of  the  plan  of  organization 
and  methods  of  doing  business  of  the 
farmers'  organizations  in  Western  Can- 
ada was  somewhat  of  a  surprise  to  us 
and  while  we  realize  that  there  is  still 
great  room  for  improvement,  we  feel  that 
this  is  a  vindication  of  the  policy  which 
has  been  adopted  in  the  past  by  our  com- 
mercial companies  by  placing  the  profits 
in  Reserve  Funds  rather  than  distribut- 
ing them  as  patronage  dividends.  Their 
attitude  on  this  question,  however,  has 
not  changed  the  writer's  viewpoint  on 
the  co-operative  patronage  dividend.  As 
previously  stated,  I  believe  it  is  the  way 
in  which  it  has  been  handled  in  the 
States  and  not  the  principle  itself  which 
it  at  fault,  and  in  view  of  the  coming 
Convention  of  the  Secretaries  of  the 
U.F.A,,  we  are  preparing  this  summary*  of 
cur  investigation  for  their  information, 
so  that  they  may  be  conversant  with 
what  we  found  when  the  discussion  on 
co-operative   trading   takes    place. 

At  the  meeting  of  Secretaries  and  Lo- 
cal Managers  of  Co-Operative  Trading 
Associations  held  in.  the  Co-Operative 
Department,  office  of  United  Grain  Grow- 
ers after  the  Secretaries'  Convention  a 
year  ago,  a  Committee  of  five  was  ap- 
pointed to  confer  with  us  with  regard 
to  future  plans  for  co-operative  trading. 
In  view  of  the  fact,  however,  that  the 
Committee  of  Investigation  was  unable 
to  proceed  to  the  United  States  until 
April,  the  Committee  from  the  local  Co- 
Operative  Trading  Associations  has  not 
been  called  together. 

Shortly  after  the  Secretaries'  Conven- 
tion a  year  ago  we  wrote  to  all  U.F.A. 

Secretaries  and  Managers  of-  Local   Co- 
Operative   As  i,   asking  them   as 


to  their  views  as  to  the  best  method 
to  be  adopted  regarding  co-operative 
trading.  We  received  a  number  of  very 
interesting  replies  which  dealt  at  length 
with  the  subject  and  showed  considerable 
thought  and  study,  but  these  replies  only 
emphasize  the  difference  of  opinion  that 
exists  regarding  the  best  plan  of  co- 
operation, which  difference  of  opinion 
has  been  further  emphasized  by  our  visit 
to  the  organizations  in  the  United  States. 
We  might  here  mention  that  we  visited 
organizations  in  twelve  States  and  in 
every  instance  met  Officers  and  members 
of  their  organizations,  so  that  we  believe 
the  information  which  we  secured  pre- 
sents a  fairly  accurate  presentation  of 
the    situation. 

CONCLUSIONS    AND    SUGGESTIONS 

As  we  have  not  yet  had  an  opportunity 
to  discuss  the  situation  fully  with  the 
Directors  of  the  United  Grain  Growers 
or  the  U.F.A.  since  returning,  these  con- 
clusions and  suggestions  are  merely  the 
views  of  the  writer  and  have  been  pre- 
pared with  a  view  to  providing  a  basis 
for  discussion  and  consideration  and  are 
the  result  of  a  study  of  the  Rochdale 
system  of  co-operation  as  practiced  across 
the  water,  the  views  of  various  Secre- 
taries of  U.F.A.  Locals  and  Managers 
of  Trading  Associations,  the  experience 
of  the  farmers  of  the  United  States  and 
also  the  experience  of  our  own  Company 
in  the  handling  of  the  co-operative  sup- 
plies. 

The  financing  of  the  Co-Operative 
Trading  Locals  is  a  subject  which  en- 
ters largely  into  the  discussion  of  this 
whole  question.  We  realize  that  many 
of  the  Locals  have  been  handicapped  for 
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lack  of  funds  and  that  the  policy  of  the 
Company  of  asking  for  cash  against  Bill 
of  Lading  is  of  considerable  inconven- 
ience to  some  of  the  Locals,  and  further. 
is  one  which  interferes  greatly  with  the 
business  relations  between  the  Locals  and 
the  Company,  especially  when  the  private 
interests  frequently  offer  the  Locals  sup- 
plies on  thirty  or  sixty  days'  time.  This, 
we  are  informed  by  our  frineds  in  the 
United  States,  has  been  one  of  the  main 
reasons  for  the  lack  of  success  and  in 
some  instances  failure  of  the  co-operat- 
ive wholesale  organizations  which  they 
have  organized.  At  practically  every 
point  where  they  have  had  wholesale 
distributing  organizations  we  found  that 
they  were  up  against  this  very  difficulty. 
They  were  not  financially  able  to  give 
the  Locals  any  credit,  with  the  result 
that  the  opposition  secured  the  business 
of  the  Locals,  even  though  the  Centrals 
were  owned  by  the  Locals,  because  they 
were  able  to  offer  them  terms.  In  other 
cases,  where  the  private  interests  would 
not  supply  them  with  goods  on  credit, 
the  Central  Wholesale  again  found  them- 
selves in  an  awkward  position  by  rea- 
son of  the  fact  that  the  Locals  did  not 
have  the  money  to  pay  cash,  neither  uid 
the  Centrals  have  the  money  to  sell  them 
the  goods  on  time,  having  to  pay  cash 
for  themselves,  owing  to  lack  of  financi- 
al backing.  Again,  we  were  told  of  cases 
where  wholesale  distributing  organiza- 
tions had  given  credit  to  Locals  when 
they  were  really  financially  unable  to 
do  so,  the  result  being  disastrous  for  the 
Wholesale  and  having  resulted  in  them 
going  out  of  business.  In  some  cases 
this  was  due  to  the  Locals  having  in  turn 
sold  the  goods  to  the  farmers  on  credit. 
To    give    a    specific    instance,    take    the 
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case  of  the  Chicago  Equity  Union  Ex- 
change, which  is  a  wholesale  co-opera- 
tive supply  organization,  not  handling 
any  grain  or  live  stock.  They  have  325 
Locals  in  twelve  States  which  are  affili- 
ated with  the  Farmei-s*  Kquity  Union 
at  Greenville,  which  is  the  parent  As- 
sociation, but  we  w^ere  informed  by  their 
Manager  that  there  are  not  more  than 
190  out  of  the  325  Locals  which  deal 
with  the  Central  at  all,  and  that  not 
more  than  between  30  and  40  of  these 
are    regular    customers,    and    that    even 

2  30  or  40  do  not  do  all  their  business 
them.  We  must,  of  course,  recog- 
nize the  fact  that  their  wholesale  organ- 
izations in  the  States,  especially  those 
operating  in  the  larger  centres,  such  as 
Chicago,  are,  if  anything,  handicapped 
even  more  than  we  are  by  the  opposition 
of  the  big     interests,      as  they  are  up 

L»st    combines    with    millions    bel 
them  and  are  breaking  into  the  business 
in  old  territory  where  big  business  has 
been    entrenched    for    years. 

In  dealing  with  this  question  of  the 
financing  of  the  Locals,  we  must  look 
at  it  from  the  point  of  view  of  the 
Wholesale  as  well  as  the  Local  organiz- 
ation, as  it  is  just  as  important  for  the 
Locals  to  preserve  their  Wholesale  or- 
ganization intact  as  their  Local  organ- 
ization, and  it  muse  be  remembered  that 
there  are  different  kinds  of  Locals,  some 
being  well  managed  and  some  being  more 
or  less  indifferently  managed,  just  the 
same  as  in  any  other  class  of  business. 
The  solution  of  this  financial  question 
would  be  more  simple  if  all  Locals  were 
well  managed,  as  we  have  no  hesitancy 
in  stating  that  the  question  could  readily 
be  solved  so  far  as  the  Co-operauve 
Trading   Locals   at   present   in   existence 
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in  Alberta  are  concerned,  but  we  are 
dealing  with  a  question  of  policy  that 
would  cover  Locals  which  will  no  doubt 
spring  up  in  the  future  and  which  may 
be  on  a  questionable  financial  basis 
during  their  first  period  of  existence, 
such  as  no  doubt  the  Directors  of  oui 
existing.  Locals  which  are  now  mostly 
well  established,  are  familiar  with.  Two 
or  three  of  the  said  organizations  which 
we  visited  are  now  adopting  a  policy  cf 
Auditors  being  appointed  who  visit  the 
Locals  periodically  and  advise  their 
Boards  of  Directors  regarding  their  fin- 
ances, in  aacdtion  to  acting  as  an  inter- 
mediary between  Locals  and  acquaint- 
ing them  with  the  mistakes  of  other 
Locals,  thereby  enabling  them  to   avoid 

i,  also  reporting  to  Central  on  the 
financial  position  of  the  Locals?  and 
further,  being  in  a  position  to  notify 
Central  if  any  Local  is  getting  into  an 

arrassing  financial  position.  We  are 
not  sure  that  this  is  the  solution  of  the 
problem  but  it  is  at  any  rate  one  worth 
considering  and  worthy  of  discussion.  w> 
believe  we  are  all  agreed  that  a  cash 
basis  is  the  one  at  which  all  farmers' 
organizations  should  aim;  in  fact,  there 
is  no  doubt  that  if  there  is  one  thing 
more  than  another  that  has  resulted  in 
the  success  of  the  United  Grain  Growers. 
it  is  that  their  shareholders  have  insist- 
ed on  the  business  being  done  on  a  cash 
basis  only. 

We  have  considered  the  question  from 
the  point  of  view  of  building  up  a  sys- 
tem   which   will    ensure   uniformity 

'nuity.    We  believe  we  are  all  agreed 
that  our  aim  should  be  to  decide  on  a 
htch  will  ensure  as  near  as  pos- 
sible that  it  will  be  here  for  all  time, 
and  not  on  a  plan  which,  while  it  might 
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benefit  those  of  us  who  are  here  at  pre- 
sent for  a  shorter  or  longer  period,  migiv 
have  gone  under  and  be  non-existant  in 
ten,  fifteen  or  twenty  years. 

Taking  the  system  as  we  have  it  in 
Alberta  at  the  present  time,  we  have  the 
following  different  methods   of  trading: 

1.  Independent  Co-Operative  Trading 
Locals. 

2.  Elevator  points  where  the  co-op- 
erative supplies  are  handled  through  our 
Elevator  Agent. 

3.  We  are  also  in  receipt  of  request? 
from  points  where  we  have  elevators  and 
where  we  have  worked  up  a  lar^e  co- 
operative business,  that  we  should  bui. 
a  warehouse  over  town  and  practically 
handle  the  co-operative  trading  business 
the  same  as  it  is  handled  at  the  Independ- 
ent Trading  Locals,  except  that  the  trad- 
ing would  be  controlled  from  Head  Of- 
fice. 

4.  Then  we  have  points  at  which  we 
have  no  elevators  but  where  they  wish 
United  Grain  Growers  to  put  in  a  ware- 
house and  go  into  the  co-operative  trad- 
ing business,  also  on  the  same  plan  as 
the  Independent  Trading  Locals. 

In  order  to  cover  the  situation,  it  will 
be  necessary  to  have  at  least  two  and 
possibly  three  different  channels  of  dis- 
tribution in  order  to  suit  conditions  in 
different  methods  of  business,  one  of  the 
first  steps  necessary  will  no  doubt  be 
to  segregate  the  business  done  on  a 
strictly  wholesale  basis  from  that  dis- 
tributed through  our  Elevator  Agent  or 
done  on  a  mail  order  basis.  Whether 
the  better  plan  will  be  to  organize  a  new 
Wholesale  Company  subsidiary  to  the 
United  Grain  Growers,  Limited,  or  con- 
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duct    the    Wholesale    Branch    as    a    De- 
partment, is  a  matter  for  discussion. 

We  will  now  give  an  outline  for  hand- 
ling each  different  situation: 

Referring  to  No.  1 — Independent  Co- 
operative Trading  Locals;  these  wouK 
be  supplied  from  the  Wholesale  Branch 
of  the  Co-Operative  Department. 

(a)  The  Local  to  subscribe  for  a 
stated  amount  of  stock  in  the  Com- 
pany. 

(b)  To  vote  by  delegate  represent- 
ation at  Annual  Meetings,  the  same  as 
•>ther   Locals. 

(c)  Profits   to  be   distributed   on   a 
patronage  dividend  basis,  after  anow 
in'"  a  reasonable  amount  for  reserve 
dividends  not  to  be  distributed  in  cash 
as   long   as   the   money   is   needed    co 
finance  the  business. 

(d)  A  Travelling  Auditor  to  be  ar- 
ranged for,  who  would  periodically 
audit  the  books  of  the  Locals,  and  fur- 
ther, act  as  a  means  of  intercommuni 
cation  between  them,  enabling  them  to 
profit  by  each  other's  experience. 

(e)  Arrangements  to  be  made  as 
far  as  possible  to  deal  through  Locals 
only,  not  with  individuals,  this  being 
modified  to  a  certain  extent  to  suit 
local  conditions.  As  a  matter  of  prin- 
ciple, we  should  deal  with  Locals  as 
far  far  as  possible,  and  not  individu- 
als, if  we  are  to  encourage  co-opera- 
tion. 

Referring  to  No.  2 — At  elevator  points 
where  the  co-operative  supplies  are  hand- 
led through  our  Elevator  Agent  —  we 
should  continue  to  handle  through  El- 
evator Agents  to  work  up  business. 
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Referring  to  No.  3 — As  business  de- 
velops and  the  farmers  demand  the  erec- 
tion of  a  warehouse,  the  following  plan 
can  be  considered: 

(a)  Sell  shares  to  cover  cost  of 
erection  of  warehouse,  provide  work- 
ing capital,  etc. 

(b)  Local  to  be  handled  in  much 
the  same  way  as  our  Elevator  Locals 
are  handled  at  present  in  connectior 
with  the  handling  of  grain,  only  that 

there  will  be   separate   men   to  handle 
Co-Operative  Department.  In  this  case 
the   goods   would   be   supplied   by   the 
Wholesale  Central  Department  and  the 
patronage  divided  could  be  worked  tne 
same  with  the  Independent  Locals. 
Referring    to    No.    4  —  Non-elevator 
points;   Trading  Locals  could  be  organ- 
ized by  selling  shares  to  build  warehouse, 
provide  working  capital,  carry  stock,  etc. . 
the  procedure   being  the   same   as   at  a 
Local  where  the  Company  has  an  iiile 
vator,   with  the   same   representation   at 
annual  meetings  as  local  elevator  points. 
This  type  of  Local  would  also  deal  wit] 
vVholesale    branch,    the    semi-Wholesale 
branch  of  the  Co-Operative  Department 
handling  the  business  through  ouP^IJle- 
vator  Agents  to  individuals  and  scatter- 
ed individuals  throughout  the  country. 
The  suggestions  in  the  above  plans  arr 
not    necessarily    our    idea    of    the    best 
method  of  procedure,  but  our  endeavor 
has  been  throughout  this  report  to  record 
all  points  that  are  worthy  of  considera- 
tion,   so    tnat   we   may   thoroughly   con- 
sider  all    sides   of   the   question   in   our 
discussion. 

All  of  which  is  respectfully  submitted. 
UNITED  GRAIN  GROWERS,  Ltd. 
C.  RICE-  JONES, 

First  Vice-President. 
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